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MEMORANDUM TOR: TH™ FILES

SUBJECT: Texes - Bntertainment Deductions for Government Lm-
ployees.

1. In the course of s recent conversstion with Mr, Sugarman,
Speclal Assistant to the lenoral Counsel of the Buresu of Internal
Reverue, I indicated it was my understanding thst the mat®r of
deduction for entertainment expenses for Covernment employees had been
aubmitted to his office., Mr. Sugarman could not locate the perticuler
case, but indicated that the question hed been considered before.

2. In the following ceses, expenseg of enterteinment were ac-
peptad 28 ded:ctions against Pedersl income tax even though such eax-
penseg were not relimbursable to the Federal employees

- :
Vv’ 8, Rdwin T. Bollock, 10 BTA 1297 (This wes en American

Baval officer acting a® tha Govarnor of Americen Semoa, enterw

taining verious foreign offieials in the cource of his duties)

v b, John J, Ide L3 DTA 799 (This was a Buropean agent of the
National Advisory Committes for Asronmutics, entertaining foreign
of ficials)

v ¢» Bdwin R. Motch, Jr. 1} Tax Court 777, reversed 180 Ped (2d)
859 (1.7, LO12 Cumuletive Bulletin 1950-1 p.33). ( This was ap-
parently an Army procurament officer entertaining various purchasers,
While the deduction wes not first ellowed, it was reverssd on the
bagls that s general denlsl of this deduction, regardless of the
ficts, was too broed, The Circuilt Court applied the more logicol
eriteria of "ordinary and necessary.®)

e d, Howard Veit Tax Court Opinion Oct. 11, 1949 (Assistant
Chief of *he Purchssing Boerd of Economic Warfare).

3. In the following cases the deduotion was not ellowed on the
basis that there was no relstionship batween the entertainment and the
work in which *the employee wes empaned:

Y &« Donald 38, MeCruden B'PA/F’eb. 7, 1938 (Employee engsged in
drafting reguletions for the 8EC)

b, J. Warner Pyles, Tax Court meme Januery 30, 1950 (Wo de-
v tails of employment).
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Le Mr. Sugarmen thourht that the deductlon mirht possibly be
acceptable if it was accompenied by an indication from the head of
the Agoncy thet the type of enterteinment for which the deduction
wes ¢laimed was undertaken with the knowledge and spproval of the
Agency mnd thet 1t was nogessarty to the nerformsnce o the employee'r
duties. (Thie snproach, of courne, is not eppliceble to covert
perso-nel where identifiation with the Agency must be concealed),
In 81l events 1t would seem thet the most loplcal solutien would be
Ageacy roecornition of the expoenses as properly rsimbureable. The
gxpense would then fell within the general rule, snd if payment
was not mede to the individual by the Agency, the deduction could
ba telen on the income tax without particular consideration of the
nature of the exnense,
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